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credit certificate program.

Sec. 12. Minnesota Statutes 1992, section. 474A.131, subdivision 3, is
amended to read:

Subd. 3. IRREVOCABLE ALLOCATION. The department may not
revoke an allocation received under this chapter after receiving a notice of issue
or certificate notice from the issuer.

Sec. 13. EFFECTIVE DATE.

Sections 2, 3, 6, and 9, are effective the day following final enactmeﬁt.

Presented to the governor April 26, 1994
Signed by the governor April 28, 1994, 2:25 p.m.

CHAPTER 528-—H.F.No. 2405

An act relating to retirement; making various administrative and minor substantive
. changes in the laws governing the Minnesota state retirement system, the public employees
retirement association, the teachers retirement association, and police and firefighters retire-
ment; amending Minnesota Statutes 1992, sections 352.01, subdivisions 11 and 13; 352.029,
subdivision 1, and by adding subdivisions; 352.04, subdivisions 2 and 3; 352.119, by adding
a subdivision; 352B.265; 352D.04, subdivision 2; 353.03, subdivisions I and 3a; 354.05, sub-
divisions 2, 21, 22, 35, and by adding subdivisions; 354.06, subdivisions 2a and 4; 354.071,
subdivision 5: 354.091; 354.10, subdivisions 1 and 2; 354.41, subdivision 4, and by adding
subdivisions; 354.42, subdivisions 3 and 5; 354.44; subdivisions la, 4, and 5a; 354.47; 354.48,
subdivision 2; 354.49, subdivision 1; 354.52, subdivisions 2, 2a, 4, and by adding subdivi-
sions; 354.66, subdivisions 2, 3,.and by adding a subdivision; and 356.30, subdivision 1; Min-
nesota Statutes 1993 Supplement, sections 34.02, subdivision 5; 352.22, subdivision 2;
352.93, subdivision 2a; 352.96, subdivision 4; 352B.08, subdivision 2a; 353.01, subdivisions
10, 12a, 16, and 28; 353.017, subdivisions 1, 3, and by adding subdivisions; 353.27, subdivi-
sion 7; 353.37, subdivisions 1, 2, and 4; 353.65, subdivision 3a; 3534.08, subdivision 3;
354.05, subdivision 8; and 354.46, subdivisions 1 and 5; proposing coding for new law in
Minnesota Statutes, chapters 354; 356; and 423A4; repealing Minnesota Statutes 1992, sec-
tions 352.15, subdivision 2; 352D.09, subdivision 6; 354.05, subdivisions 15 and 29; 354.43,
subdivision 3; 354.57; 354.65; and 356.18.

BE IT ENACTED BY THE LEGISLATURE OF-TI-iE"STATE OF MINNESOTA:
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. ARTICLE 1
MINNESOTA STATE RETIREMENT SYSTEM

Section 1. Minnesota Statutes 1993 Supplement section 3A.02, subdivision
5, is amended to read: "

Subd. 5. OPTIONAL ANNUITIES. (a) The board of d1rectors shall estab-
lish an optional retirement annuity in the form ofa joint and survivor annuity
and an optional retirement annuity in the form of a period certain and life
thereafter. Fhese eptional annuities aré to be available enly to legislators whe
eleet to reeeive retirernent annuities under seetion 356:30 and who do net meet
the legislative length of serviee requirements under subdivision 1; paragraph (a);
eleuse () Except as provided in paragraph (b), these optional annuity forms
must be actuarially equivalent to the normal annuity computed under this sec-
tion, witheut the automatie surviver eoverage under seetion 3404 plus the actu-
arial value of any surviving spouse benéfit otherwise potentially payable at the
time of retirement under section 3A.04, subdivision 1. An individual selecting
the optional annuity under this subdivision waives any rights to surviving
spouse benefits under section 3A.04, subdivision 1.

(b) If a retired legislator selects the joint and survivor annuity option, the
retired legislator must receive 2 normal single-life annuity if the designated
optional annuity beneﬁCIary dies beforé the retired legislator and no reduction
may be made in the annuity to provide for restoration of the normal single-life
annuity in the event of the death of the demgnated optional annuity beneficiary.

Sec. 2. Minnesota Statutes 1992, section 352,01, subd1v1s1on 11, is
amended to read:

Subd. 11, ALLOWABLE SERVICE. “Allowable sérvice” means: -

(1) Service by an employee for which on or before July 1, 1957, the
employee was entitled to allowable service credit on the records of the system by
reason of employee contributions in the form of salary deductions, payments in
lieit of salary deductions, or in any other manner authorized by Minnesota Stat-
utes 1953, chapter 352, as amended by Laws 1955, chapter 239.

(2) Service by an employee for which on or before July 1, 1961, the
employee chose to obtain credit for service by making payments to the fund
under Minnesota Statutes 1961, section 352.24.

(3) Except as provided in clauses ¢9) (8) and &6)(9), service by an employee
after July 1, 1957, for any calendar month in which the employee is paid salary
from which deductions are made, deposited, and credited in the fund, including
deductions made, deposited, and credited as provided in section 352.041.

(4) Except as provided in clauses¢9} (8) and €+8) (9), service by .an employee
after July 1, 1957, for any calendar month for which payments in‘lieu of salary
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deductions are made, deposited, and credited in the fund, as provided in section
352.27 and Minnesota Statutes 1957 sectlon 352.021, subdivision 4.

For purposes of clauses (3) and (4) except as prov1ded in clauses ) (8) and
€8 (9), any salary paid for a fractional part of any calendar month, including
the month of separation from state service, is deemed the gompensation for the
entire calendar month. '

(5) The period of absence from their duties by employees who are tempo-
rarily disabled because of injuries incurred in the performance of duties and for
which disability the state is liable under the workers® compensation law until the
date authorized by the director for the commencement of payments of a total
and permanent disability benefit from the retirement fund

(6)1Pheu&usedpeﬁef&nemplewﬁ&nﬁﬁaﬂeaveaﬂewaﬂeefefwhleh%he
emp}eyeeispetdsalaﬁ'-

€ Any Service covered by a refund repaid as prov1ded in sectlon 352.23 or
352D.05, subdivision 4, except service rendered as an employee of the adjutant
general for which the person has credit with the federal civil service retirement

system,

€8) Any (7) Service before July .1, 1978, by an employee of the transit oper-
ating division of the metropolitan transit commission or by. an employee on an
authorized leave of absence from. the transit operating division of the metropoli-
tan transit commission who is employed by the labor organization which is the
exclusxve bargaining agent representing employees of the transit operating d1v1-
sion, which was credited by the metropolitan. transit commission-transit operat-
ing division employees retirement fund -or any of its predecessor plans or funds
as past, intermediate, future, continuous, or allowable service as defined in the
metropolitan transit commission-transit operating division employees retire-
ment fund plan document in effect on December 31, 1977.

) (8) Service after July 1, 1983, by an employee who is employed on a
part-time basis for less than 50 percent of full time, for. which the employee is
paid salary from which deductions are made, deposited, and credited in the
fund, including deductions made, deposited, and credited as provided in section
- 352.041 or for which payments in lieu of salary deductions are made, deposited,
and credited in the fund as provided in section 352.27 shall be credited on a
fractional basis either by pay period, monthly, or annually based on the relation-
ship that the percentage of salary earned bears to a full-time salary, with any sal-
ary paid for the fractional service credited on the basis of the rate of salary
applicable for a full-time pay period, month, or a full-time year. For periods of
part-time service that is duplicated serv1ce credlt section 356. 30 subdivision 1,
clauses (1) and (j), govern. :

The Allowable service determined and credited on a fractional basis shail be
used in calculating the amount of benefits payable, but service as determined on
a fractional basis must not be used in determining the length of service required
for eligibility for benefits.
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€0) (9) Any period of authorized leave of absence without pay that does not
exceed one year and for which the employee obtained credit by payment to the
fund in lieu of salary deductions. To obtain credit, the employee. shall pay an
amount equal to.the employee and employer contribution rate in section 352.04,
subdivisions 2 and 3, multiplied by the employee’s hourly rate of salary on the
date of return from leave of absence and by the days and months of the leave of
absence without pay for which the employee wants allowable service credit. The
employing department, at its option, may pay the employer amount on behalf of
its employees. Payments made under this clause skaHt must include interest at an
annual rate of 8.5 percent compounded annually from the date of termination of
the leave of absence to the date payment is made unless payment is completed
within one year of the return from leave of absence.

Sec. 3. Minnesota Statutes 1992, section 352.01, subdivision 13, is
amended to read:

Subd. 13. SALARY. “Salary” means the periodical compensation paid to
any employee before deductions for deferred compensation, supplemental retire-
ment plans, or other voluntary salary reduction programs. It also means wages
and includes net income from fees. Lump sum sick leave payments, severance
payments, aﬂé e lump sum annual leave payments and 6vertime payments

employex-pald group insurance coverage, mcludmg the difference between single
and family rates that may be paid to an employee with single coverage, and pay-
ments made as an employer-paid fringe benefit and workers’ compensation pay- |
ments are not deemed to be salary. Werkers' compensation payments are not |
eonsidered salary:

Sec. 4, Minnesota Statutes 1992, section 352.04, subdivision 2, is amended
to read:

Subd. 2. EMPLOYEE CONTRIBUTIONS. The employee contribution to
the fund must be equal to 3:99 4.07 percent of salary These contributions must
be made by deduction from salary as provided in subdivisioh 4.

Sec. 5. Minnesota Statutes 1992, section 352.04, subdivision 3, is amended
to read:

Subd. 3. EMPLOYER CONTRIBUTIONS. (a) The employer contribution
to the fund must be équal to 4-32 4.2 percent of salary. )

(b) By January 1 of each year, the board of directors shall report to the legis-
lative commission on pensions and retirement, the chair of the committee on
appropriations of the house of representatives, and the chair of the committee
on finance of the senate on the amount raised by the employer and employee
contribution rates in effect and whether the total amount is less than, the same
as, or more than the actuarial requirement determined under section 356.215.

‘

(c) If the legislative commission on pensions and retirement, based on the
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most recent valuation performed by its actuary, determines that the total
amount raised by the employer and employee contributions under subdivision 2
and paragraph (b) is less than the actuarial requirements determined under sec-
tion 356.215, the employer and employee rates must be increased by equal
amounts as necessary to meet the actuarial requirements. The employee rate
may not exceed 4.15 percent of salary and the employer rate may not exceed
4.79 percent of salary. The increases are effective on the next Jahuary 1 follow-
ing the determination by the commission. The executive director of the Minne-
sota state retirement system shall notify employing units of- any increases under
this paragraph.

Sec. 6. Minnesota Statutes 1992, section 352.119, is amended by adding a
subdivision to read:

Subd. 4. DETERMINING APPLICABLE LAW. The annuity is is omguted

1_f on medical leave, the day the leave terminates. However, if the - mgloye h_as_

returned to covered employment following a termination, the employee must
have earned at least six months of allowable service following their return to

qualify for improved benefits resultmg from any law ¢ ang e enacted subsequent
to that termination.

Sec. 7. Minnesota Statutes 1993 Supplement, section 352.22, subdivision 2,
is amended to read:

Subd. 2. AMOUNT OF REFUND. Exeept as provided in subdivision 3,
awy the refund payable to a person who ceased to be a state employee by reason
of termination of state service shall reeeive & refuné is in an amount equal to
employee accumulated contributions plus interest at the rate of six percent per
year compounded annually. Included with the refund is any interest paid as part
of repayment of a past refund, plus interest thereon from the date of repayment.
Interest must be computed to the first day of the month in which the refund is
processed and must be based on fiscal year or monthly balances, whichever

applies.

Sec. 8. Minnesota Statutes 1993 Supplement, section 352.93, subdivision
2a, is amended to read:

Subd. 2a. EARLY RETIREMENT. Any covered correctional employee, or
former employee if service ended after June 30, 1989, who becomes at least 50
years old and who has at least thre¢ years of allowable service is entitled upon
application to a reduced retirement annuity equal to the rermet annuity calcu-
lated under subdivision 2, reduced so that the reduced annuity is the actuarial
equivalent of the annuity that would be payable if the employee deferred receipt
of the annuity from the day the annuity begins to accrue to age 55. .

Sec. 9. Minnesota Statutes 1993 Supplement, section 352 96, subdivision 4,
is amended to read:
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Subd. 4. EXECUTIVE DIRECTOR TO ESTABLISH RULES. The execu-
tive director of the system with the advice and consent of the board of directors
shall establish rules and procedures to carry out this section including allocation
of administrative costs against the assets accumulated under this section.' Funds
to pay these costs are appropriated from the fund or account in which the assets
accumulated under this section are placed. The rules established by the execu-
tive director must conform to federal and state tax laws, regulations, and rulings,
and are not subject to the administrative procedure act. Except for the market-
ing, rules, rules relating to the options provided under subdivision 2, clauses (2)
and (3), must be approved by the state board of investment. A state employee
must not make payments under a plan antil the plan or applicable eomponent of
mmmmw%mmwmmms&
wiee: . "

Sec. 10. anesota Statutes 1993 Supplement section 352B.08, subdivision
2a, is amended to read:

Subd. 2a. EARLY RETIREMENT. Any member who has become at least
50 years old, or former member if service ended after June 30, 1989, and who
has at least three years of allowable service is entitled upon application to a
reduced retirement annuity equal to the nermal annuity calculated under subdi-
vision 2, reduced so that the reduced annuity is the actuarial equivalent of the
annuity that would be payable if the member deferred receipt of the annuity
from the day the annuity begins to accrue to age 55.

Sec, 11. Minnesota Statutes 1992, section 352B.265, is'amended to read:
352B.265 PRE-1973 INCREASE.

Total benefits payable to a retiree or surviving spouse whose benefits were
computed under the law in effect before June 1, 1973, are increased by six per-
cent on July 1, 1982, and on July 1 of each year thereafter until July 1, 1994,
Funds sufficient to pay the increases provided by this section are appropriated
annually until June 30, 1995, to the executive director from the state patrol
retirement fund. On June 30, 1995, amounts paid under this section must be
added to and considered a portion of the annuity otherwise payable to the recip-
ient. Assets required to fund these benefits must be transferred in accordance
with section 352B.26.

Sec. 12, anesota Statutes 1992, sectlon 352D 04, subd1v1s1on 2, is
amended to read:

Subd. 2. The moneys used to purchase shares under this section shall be the
employee and employer contributions provided in this subdivision.

(a) The employee contribution shall be an amount equal to feur pereent of
salary the employee contribution specified in section 352.04;, subdivision 2:

(b) The employer contribution shall be an amount equal to six percent of
salary. A
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These contributions shall be made by deduction from salary in the manner
provided in section 352.04, subdivisions 4, 5, and 6.

. Sec. . 13. [35638] PUBLIC PENSION ADMINISTRATION LEGISLA-
TION. . .

Subdivision 1. DUE DATES. (a) Proposed administrative legislation recom-
mended by or on behalf of the Minnesota state retirement system, the public
employees retirement association, the teachers retirement association, the Min~
neapolis employees retirement fund, or a first class city teachers retirement fund
association must be presented to the legislative commission on pensions and
retirement, the governmental operations and reform committee of the senate,

sentatives on or before October 1 of each year in order for the proposed admin-
istrative legislation to be acted upon during the upcoming legislative session.

mission on pensions and retirement shall provide written comments on the pro-
posed provisions to the public pension plans by November 15 of each year.

public employee pension plan or system under paragraph (a) must address provi-
sions: e < ‘

a) authorizing allowable service credit for leaves of absence and related cir-
cumstances;

(2) governing offsets or deductions from the amount of disability benefits;

(3) authorizing the purchase of allowable service credit for prior uncredited
periods;
(4) governing subsequent employment earnings by reemploved annuitants;

and

{5) authorizing retroactive effect for retirement annuity or benefit applica-
tions. ’ . o

(c) Where possible and desirable, taking into account the differences among
the public pension plans in existing law and the unique characteristics of the
individual public pension fund memberships, uniform provisions relating to
paragraph (b) for all applicable public pension plans must be presented for con-
sideration during the legislative session. Supporting documentation setting forth

posed administrative legislation.

Subd. 2. SALARY STUDY ADVISORY COMMITTEE. In an effort to
treat public employees in a fair and equitable manner and to protect the finan-
cial integrity of the public pension plans, the legislative commission on pensions
and retirement shall establish an advisory committee to study the definitions of
salary in chapters 353, 354, and 354A to determine the high-five average consec-

utive years of salary component for the formula used to calculate retirement
annuities and disability benefits.
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The advisory committee must be composed of at least three executive direc-
tors and executive secretaries of the seven public pension plans, and the chair,
vice-chair, and executive director of the pension commission.

The advisory committee shall report its findings and recommendations to |
the pension commission by February 15, 1995. .

Sec. 14. FISCAL YEAR 1995 ACTUARIAL VALUATIONS.

For the fiscal year 1995 actuarial valuation period, the legislative commis-
sion on pensions and retirement may authorize an alternative set of salary
increase assumptions or other assumptions defined under Minnesota Statutes,
section 356.215. The actuary retained by the legislative commission on pensions
and retirement shall make recommendations for change based on an experience
study completed in fiscal year 1994 or 1995. '

Sec. 15. REPEALER.

Minnesota Statutes 1992, sections 352.15, subdivision 2; and 352D.09, sub-
division 6, are repealed. . .

Sec. 16. EFFECTIVE DATE.

Sections 1, 2, and 5 to 16 are effective the day following final enactment.

" ARTICLE 2
PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

Section 1, Minnesota Statutes 1993 Supplement, section 353.01, subdivision
10, is amended to read:

Subd. 10. SALARY. (a) “Salary” means the peﬁed-lea}_

(1) periodic compensation of a public employee, before deductions for
deferred compensation, supplemental retirement plans, or other voluntary salary
reduction programs, and also means “wages” and includes net income from fees;
and - . ‘

(2) for a public employee who has prior service covered by a local police or

retirement association and who has elected coverage under the public employees
police and fire fund benefit plan under section 353A.08 following the consolida-
tion, “salary” means the rate of salary upon which member contributions to the

consolidation as specified by law and by bylaw provisions governing the relief
agsociation on the date of the initiation of the consolidation procedure and the
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consolidation.

(b) Salary does not mean:

(1) fees paid to district court reporters, unused annual or sick leave pay-
ments, in lump-sum or periodic payments, severance payments, reimbursement
of expenses, lump-sum settlements not attached 1o a specific earnings period, or
workers’ compensation paymentss;

Salary dees. aot mean (2) employer-paid amounts used by an employee
toward the cost of insurance coverage, employer-paid fringe beneﬁts, flexible
spendmg accounts, cafeteria plans, health care expense accounts, day care
expenses, or any payments in lieu of any employer-paid group insurance cover-
age, including the difference between single and family rates that may be paid to
a member with single coverage: and certain amounts determined by the execu-
tive director 1o be ineligible;

(3) the amount equal to that which the employing governmental subdivision
would otherwise pay toward single or family insurance coverage for a covered
employee when, through a contract or agreement with some but not all employ-

ees, the employer:

(i) discontinues, or for new hires does not provide, payment toward the cost

of the employee’s selected insurance coverages under a group plan n offered b by the
employer;

(ii) makes the emplovee solely responsible for all contributions toward the
cost of the employee’s selected insurance coverages under a group plan offered
by the employer, including any amount the employer makes toward other
employees’ selected insurance coverages under a group plan offered by the

employer; and

(iii) provides increased salary rates for employees who do not have any
employer-paid group insurance coverages; and

e} (4) except as provided in seetions section 353.86 or 353.87, compensa-
tion of any kind paid to volunteer ambulance service personnel or volunteer
firefighters, as defined in subdivisions 35 and 36; is net salary.

(&) For & publie employee whe has prior serviee eovered by @ loeal police of
tion; “salary” means the rate of salary upon which member eontributions te the
speeiat fund of the relief assoeiation were made prior to the effeetive date of the
consolidation as specified by law and by bylaw provisiens governing the relief
association on the date of the initintion of the eonsolidation procedute and the
aetua}peﬁeéiea}eempemaﬁeneﬁhepabheemp}eyeeaﬁef%heeﬁee&vedﬁeef
the conselidation:
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Sec. 2. Minnesota Statutes 1993 Supplement, section 353,01, subdivision
12a, is amended to read:

Subd. .12a. TEMPORARY POSITION. (1) “Temporary position” means
an employment posmon predetermmed by the mploxer at the time of hiring to
be a period of six months or less in which & person is & pubhe empleyee under
subdivision 2; but not or an employment position occupied by a person hired by
the e ploye r fora Qredetermlne period of six months or less.

(2) “Temporary position” does not mean an employment position for an
unlimited period in which a person serves a proba‘uonary period or w0rks an
irregular schedule. .

Sec. 3, Minnesota Statutes 1993 Supplement sectlon 353.01, subdivision
16, is amended to read; .

Subd. 16. ALLOWABLE SERVICE‘(a) “Allowable service” means service
during years of actual membership in the course of 'which employee contribu-
tions were made, periods covered by payments in lieu of salary deductions
under section 353.35, and service in years during which the public employee was
not a member but for which the member later elected, while a member, to
obtain credit by making payments to the fund as permitted by any law then in
effect.

(b) “Aliowable service” also mears a period of authorized leave of absence
with pay from which deductions for employee contributlons are made, depos-
ited, and credited to the fund.

(c) “Allowable service” also means a period of authorized leave of absence
without pay that does not exceed one year, and during or for which a member
obtained credit by payments to the fund made in place of salary deductions, pro-
vided that the payments are made in an amount or amounts based on the mem-
ber’s. average salary on which deductions were paid for the last six months of
public service, or for that portion of the last six months while the member was
in public service, to apply to the period in either case immediately preceding
commencement of the leave of absence. If the emiployee elects to pay employee
contributions for the period of any leave of absence without pay, or for any por-
tion of the leave, the employee shall also, as a condition to the exercise of the
election, pay to the fund  an amount equivalent to both the required émployer
and additional employer contributions for the employee. The payment must be
made within one year from the expiration of the leave of absence or within 20
days after termination of public service under subdivision 11a. The employer by
appropriate action of its governing body, made a part of its official records,
before the date of the first payment of the employee contribution, may certify to
the association in writing its.commitment to pay the employer.and additional
employer contributions from the proceeds of a tax levy made .under section
353.28. Payments under this paragraph must include interest at an annual rate
of 8.5 percent compounded annually from the date of the termination of the
leave of absence to the date payment is made. An employee shall return to pub-
lic service for and receive a minimum of 99 ealendar days three months of
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allowable service to be eligible to pay employee and employer contributions for
a subsequent authorized leave of absence without pay.

(d) “Allowable service” also means a periodic, repetitive leave that is
offered to all employees of a governmental subdivision. The leave program may
not exceed 208 hours per annual normal work cycle as certified to the associa-
tion by the employer. A participating member obtams service credit by making
employee contributions in an amount or amounts "based on the member’s aver-
age salary that would have been paid if the leave had not been taken. The
employer shall pay the employer and additional employer contributions on
behalf of the participating member. The employee and the employer are respon-
sible to pay interest on their respective shares at the rate of six 8.5 percent a
year, compounded annually, from the end of the normal cycle until full payment
is made. An employer shall also make the employer and additional employer
contributions, plus six 8.5 percent interest, compounded annually, on behalf of
an employee who makes ‘employee contributions but terminates public service.
The employee contrlbu_tlons must be made within one year after the end of the
annual normal working cycle or within 20 days after termination of public ser-
vice, whichever is sooner. The association shall prescribe the manner and forms
to be used by a governmental subdivision in administering a periodic, repetitive
leave.

(e) “Allowable service” also means a period during which a member is on an
authorized sick leave of absence, without pay, limited to one year. An employee
who has received one year of allowable service shall return to public service fer
and receive a minimum of 98 ealendar days three months of allowable service to
receive allowable service for a subsequent authorized sick leave of absence.

(f) “Allowable service” also means an authorized temporary layoff under
subdivision 12: Fhe asseciation shall grant e maximum of, limited to three
months allowable service per authorized t'emporary layoff in one calendar year.

temporary layoff shall return to public service for and receive a minimum of 96
ealendsr deys three months of allowable service toreceive allowable service for
a subsequent authorized temporary layoff.

(g) Notwithstanding any law to the contrary, “allowable service” also means
a parental leave. The association shall grant a maximum of two months service
credit for a parental leave, within six months after the birth or adoption, upon
documentation from the member’s governmental subdivision or presentation of
a birth certificate or other evidence of birth or adoption to the association.

(h) “Allowable service” also means a period during which a member is on
an authorized leave of absence to enter military service, provided that the mem-
ber returns to public service upon discharge from military service under section
192.262 and pays into the fund employee contributions based upon the employ-
ee’s salary at the date of return from military service. Payment must be made
within five years of the date of discharge from the military service. The amount
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of these contributions must be in accord with the contribution rates and salary
limitations, if any, in effect during the leave, plus interest at an annual rate of
8.5 percent compounded annually from the date of return to public service to
the date payment is made. The matching employer contribution and additional
employer contribution under section 353.27, subdivisions 3 and 3a, must be
paid by the governmental subdivision employing the member upon return to
public service if the member makes the employee contributions. The govern-
mental subdivision involved may appropriate money for those payments. A
member may not receive credit for a voluntary extension of military service at
the instance of the member beyond the initial period of enlistment, induction, or
call to active duty. ' g

(i) For calculating benefits under sections 353.30, 353.31, 353.32, and
353.33 for state officers and employees displaced by the community corrections
act, chapter 401, and transferred into county service under section 401.04, “al-
lowable service” means combined years of allowable service as defined in para-
graphs (a) to ¢ (1) and section 352.01, subdivision 11.

(j) For a public employee who has prior service covered by a local police or
firefighters relief association that has consolidated with the public employees
retirement association, and who has elected the type of benefit coverage pro-
vided by the public employees police and fire fund under section 353A.08 fol-
lowing the consolidation, “applicable service” is a period of service credited by
the local police or firefighters relief association as of the effective date of the con-
solidation based on law and on bylaw provisions governing the relief association
on the date of the initiation of the consolidation procedure. .

Sec. 4. Minnesota Statutes 1993 Supplement, section 3'53.01, subdivision
28, is amended to read:

Subd. 28. RETIREMENT. (a) “Retirement” means the commencement of
payment of an annuity based on a date designated by the board of trustees. This
date determines the rights under this chapter which occur either before or after
retirement. A right to retirement is subject to termination of public service
under subdivision 11a and or termination of membership under subdivision 11b,
the earlier of which will determine the date membership and coverage cease. A
right to retirement must not accrue without a complete and- continuous separa-
tion for 30 days from employment as a public employee under subdivision 2.

S P e, Sy i amntls sion —— i —— ——  ————————e

dinated member upon returning to eligible, nontemporary public service, termi-
nates employment before obtaining six months’ allowable service under
subdivision 16, paragraph (a), in the coordinated fund, and is eligible to receive
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termination date or one year preceding the filing of an application for retirement
annuity as provided by section 353.29, subdivision 7, whichever is later. The
annuity payment must be suspended or reduced under the provisions of section
353.37, if earned compensation for the reemployment equals or exceeds the
amounts indicated under that section. The association will refund the employee
deductions made to the coordinated fund, with interest under section 353.34,
subdivision 2, return the accompanying employer contributions, and remove the
allowable service credits covering the deductions refunded.

(b) Notwithstanding the 30-day separation requirement, a member of the
defined benefit plan under this chapter, who also participates in the public
employees defined contribution plan under chapter 353D for other public ser-
vice, may be paid, if eligible, a retirement annuity from the defined benefit plan
while participating in the defined contribution plan.

" Sec. 5. Minnesota Statutes 1993 Supplement, section 353.017, is amended
by adding a subdivision to read:

Subd. 6. REEMPLOYMENT OF ANNUITANT. The annuity of a person
otherwise eligible for an annuity under this chapter is subject to the provisions
of sectlon 353.37.

Sec. 6. Minnesota Statutes 1992 section 353.03, subdivision 1, is amended
to read

Subdivision 1. MANAGEMENT; COMPOSITION; ELECTION. The
management of the public employees retirement fund is vested in & an 11-
member board of trustees consisting of the state &uéith and #ine ten members

sion matters as the auditor’s representatlve on the board. The govemor shall
appoint six five trustees to four-year terms, one of whom shall be desighated to
represent school boards, one to represent cities, one to represent counties, ene
whe i & member of the pelice and fire fund; one who is a retired annuitant, and
one who is a public member knowledgeable in pension matters. The member-
ship of the association, including recipients of retirement annuities and disabili-

member of the police and fire fund and one of whom must be a former member
who met the ¢ definition of of public employee under section 353.01, subdivisions 2
and 2a, for at least five years prior to terminating membership or a member who
receives a dlsablllty bénefit, for terms of four years. Except as provided in this
subd1v1s1on, trustees elected by the membership of the association must be pub-
lic employees and members. of the association. For seven days beginning Octo-
ber 1 of each year preceding a year in which an election is held, the association
shall accept at its office filings in person or by mail of candidates for the board
of trustees. A candidate shall submit at the time of filing a nominating petition
signed by 25 or more members of the fund. No name may be withdrawn from
nomination by the nominee after October 15. At the request of a candidate for
an elected pos1t10n on the board of trustees, the board shall mail a statement of
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up to 300 words prepared by the candidate to all persons eligible to vote in the
election of the candidate. The board may adopt policies to govern form and
length of these statements, timing of mailings, and deadlines for submitting
materials to be mailed. These policies must be approved by the secretary of
state. The secretary of state shall resolve disputes between the board and a can-
didate concerning application of these policies to a particular statement. A can-
didate who: ‘

(1) receives contributions or makes expenditures in excess of $100; or

(2) has given implicit or explicit consent for any other person to receive
contributions or make expenditures in excess of $100 for the purpose of bringing
about the candidate’s election, shall file a report with the ethical practices board
disclosing the source and amount of all contributions to the candidate’s cam-
paign. The ethical practices board shall prescribe forms governing these disclo-
sures. Expenditures and contributions have the meaning defined in section
10A.01. These terms do not include the mailing made by the association board
on behalf of the candidate, A candidate shall file a report within 30 days from
the day that the resulis of the election are announced. The ethical practices
board shall maintain these reports and make them available for public inspec-
tion in the same manner as the board maintains and makes available other
reports filed with it. By January 10 of each year in which elections are to be held
the board shall distribute by mail to the members ballots listing the candidates.
No member may vote for more than.one candidate for each board position to be
filled. A ballot indicating a vote for more than one person for any position is
void. No special marking may be used on the ballot to indicate incumbents. The
last day for mailing ballots to the fund is January 31. Terms expire on January
31 of the fourth year, and positions are vacant until newly elected members are
qualified. The ballot envelopes must be so designed and the ballots counted in a
manner that ensures that each vote is secret.

The secretary of state shall supervise the elections. The board of trustees
and the executive director shall undertake their activities consistent with chapter
356A.

Sec. 7. Minnesota Statutes 1992, section 353.03, subdivision 3a, is
amended to read:

Subd. 3a. EXECUTIVE DIRECTOR. (a) APPOINTMENT. The board
shall appoeint, with the advice and consent of the senate, an executive director
on the basis of education, experience in the retirement field, and leadership abil-
ity. The executive director shall have had at least five years’ experience in an
executive level management position, which has included responsibility for pen-
sions, deferred compensation, or employee benefits. The executive director
serves at the pleasure of the board. The salary of the executive director-is as pro-
vided by section 15A.081, subdivision 1.

(b) DUTIES, The management of the association is vested in the executive
director who shall be the executive and administrative head of the association.
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The executive director shall act as adviser to the board on all matters pertaining
to the association and shall also act as the secretary of the board. The executive
director shall:"

(1) attend all meetings of the board;

(2) prepare and recommend to the board appropriate rules to carry out the
provisions of this chapter;

(3) establish and maintain an adequate system of records and accounts fol-
lowing recognized accounting principles and controls;

(4) designate an assts%aﬁ% direeter, with the approval of the board, up to two
persons who shall serve in the unclassified service and whose salary is set in
accordance with section 43A.18, subdivision 3, appoint a confidential secretary
in the unclassified service, and appoint employees to carry out this chapter, who
are subject to chapters 43A and 179A in the same manner as are executive

branch employees;

(5) organize the work of the association as the director deems necessary to
fulfill the functions of the association, and define the duties of its employees and
delegate to them any powers or duties, subject to the control of, and under such
conditions as, the executive director may prescribe;

(6) with the approval of the board, contract for the services of an-approved
actuary, professional management services, and any other consulting services as
necessary to fulfill the purposes of this chapter. All contracts are subject to chap-
ter 16B. The commissioner of administration shall not approve, and the associa-
tion shall not enter into, any contract to provide lobbying services or legislative
advocacy of any kind. Any approved actuary retained by the executive director
shall function as the actuarial advisor of the board and the executive director
and may perform actuarial valuations and experience studies to supplement
those performed by the actuary retained by the legislative commission on pen-
sions and retirement. Any Supplemental dctuarial valuations or experience
studies shall be filed with the executive director of the legislative commission on
pensions and retirement. Copies of professional management survey reports
shall be transmitted to the secretary of the senate, the chief clerk of the house of
representatives, and the legislative reference library as provided by section
3.195, to the executive director of the commission and to the legislative auditor
at the same time as reports are furnished to the board. Only management firms
experienced in conducting management. surveys of federal, state, or local public
retirement systems shall be qualified to contract with the director hereunder;

(7). with the approval of the board provide in-service training for the
employees of the association;.

(8) make refunds of accumulated contributions to former members and to
the designated beneficiary, surviving spouse, legal representative or next of kin
of deceased members or deceased-former members, as provided in this chapter;
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(9) determine the amount of the annuities and disability benefits of mem-
bers covered by the association and authorize payment of the annuities and ben-
efits beginning as of the dates on which the annuities and benefits begin to
accrue, in accordance with the provisions of this chapter;

(10) pay annuities, refunds, survivor benefits, salaries, and necessary operat-
ing expenses of the association,;

(11) prepare and submit to the board and the legislature an annual financial
report covering the operation of the association, as required by section 356.20;

(12) prepare and submit biennial and annual budgets to the board for its
approval and submit the approved budgets to the department of finance for
approval by the commissioner; and

(13) reduce all or part of the accrued interest pavable under section 353.27,
subdivisions 12, 12a, and 12b or 353.28, subdivision 5, upon receipt of proof by
the association of an unreasonable processing delay or other extenuating ciroum-
stances of the employing unit. The executive director shall prescribe and submit
for approval by the board the conditions under which such interest may be
reduced; and

(14) with the approval of the board, perform such other duties as may be
required for the administration of the association and the other provisions of
this chapter and for the transaction of its business.

Sec. 8. Minnesota Statutes 1993 Supplement, section 353.27, subdivision 7,
is amended to read:

Subd. 7. ADJUSTMENT FOR ERRONEOUS RECEIPTS OR DIS-
BURSEMENTS. (a) PEPUCHONS TAKEN IN ERROR: Except as provided
in paragraph (b), erroneous employee deductions and erroneous employer con-
tributions and additional employer contributions for a person, who otherwise
does not qualify for membership under this chapter, are considered:

(1) valid if the initial erroneous deduction began before January 1, 1990.
Upon determination of the error by the association, the person may:

&) continue membership in the association while employed in the same
position for which erroneous deductions were takens, or

&8 file a written election to terminate membership and apply for a refund
or defer an annuity under section 353.34; or

(2) invalid, if the initial erroneous employee deduction began on or after
January 1, 1990. Upon determination of the error, the association shall require
the employer to discontinue erroneous employee deductions and erroneous
employer contributions and additional employer contributions. Upon discontin-
uance, the association shall refund all erroneous employee deductions to the per-
son, with interest, under section 353.34, subdivision 2, and all erroneous
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employer contributions and additional employer contributions to the employer.
No person may claim a right to continued or past membership in the association
based on erroneous deductions which began on or after January 1, 1990z

(b) Erroneous deductions taken from the salary of a person who did not
qualify for membeérship in the association by virtue -of concurrent employment
before July 1, 1978, which required contributions to another retirement fund or
relief association established for the benefit of officers and employees of a gov-
ernmental subdivision, are invalid. Upon discovery of the error, the association
shall remove all service and refund all erroneous employee deductions to the
person, with interest under section 353 34, subdivision 2, and all erroneous
employer contributions to the employer "This paragraph has both retroactive
and prospective application.

3) & refund of (c) Employer contributions and employee deductions taken
in error froms&ekieav&vaeaﬁeﬁ-wefkefs—eempeﬂsaﬁeﬂ—aﬁésevefaﬂeepay
amounts which are pot salary under section 353.01, subdivision 10, are invalid
upon dlscovegx by the association and may be made refunded at any / time.

) ERRONEOGUS D{SBU-RSEM-ENT— (d) In the event a salary warrant or
check from which a deduction for the retirement fund was taken has been can-
celed or the amount of the warrant or check returned to the funds of the depart-
ment making the payment, a refund of the sum deducted, or a portion of it that
is tequired to adjust the deductions, must be made to the department or 1nst1tu-
tion.

Sec. 9. Minnesota Statutes 1993 Supp]ement section 353.37, subd1v1510n 1,
is amended to read:

Subdivision 1. SALARY MAXIMUMS., The annuity of a person otherwise
eligible for anr annuity under this chapter must be suspended under subdivision
2 or reduced under subdivision 3, whichever results in the higher annual annuity
amount, if the person reenters public service as a nonelective employee of a gov-
ernmental subdivision in a position covered by this chapter or returns to work
as an employee of a labor organization that represents public employees who are
association members under this chapter and salary for the reemployment service
exceeds the annual maximum earnings allowable for that age for the continued
receipt -of full benefit amounts monthly under the federal Old Age, Survivors
and Disability Insurance Program as set by the secretary of health and human
services under United States Code, title 42, section 403, in any calendar year. If
the person has not yet reached the minimum age for the receipt of social securi-
ty benefits, the maximum salary for the person is equal to the annual maximum
earnings allowable for the minimum age for the receipt of social security bene-
fits.

Sec. 10. Minnesota Statutes 1993 Supplement, section 353.37, subdivision
2, is amended to read:

Subd. 2. SUSPENSION OF ANNUIT'Y.. The association shall suspend the

New language is indicated by underline, deletions by strilceout.



685 LAWS of MINNESOTA for 1994 Ch. 528, Art. 2

annuity on the first of the month after the month in which the salary of the
reemployed annuitant exceeds the maximums set in subdivision 1, based only
on those months in which the annuitant is actually employed in nonelective
public service in a position covered under this chapter or employment with a
labor organization that represents public employees who are association mem-
bers under this chapter. An annuitant who is elected to public office after retire-
ment may hold -office and receive an annuity otherwise payable from the
association.

Sec. 11. Minnesota Sthtutes 1993 Supplement, section 353.37, subdivision
4, is amended to read:

Subd. 4. RESUMPTION OF ANNUITY. The association shall resume
paying a full annuity to the reemployed annuitant at the start of each calendar
year until the salary exceeds the maximums under subdivision 1, or on the first
of the month following termination of publie serviee or termination of member-
ship; whichever is seener employment which resulted in the suspension of the
annuity. The executive director may adopt policies regarding the suspension and
reduction of annuities under this section.

Sec. 12. Minnesota Statutes 1993 Supplement, sectlon 353.65, subdivision
3a, is amended to read:

Subd. 3a, CHANGE IN EMPLOYEE AND EMPLOYER CONTRIBU-
TIONS IN CERTAIN INSTANCES. (a) If, for three after four consecutive fis-
cal years beginning July 1, 1994, the regular actuarial valuation of the public
employees police and fire fund under section 356.215 indicates that the fund has
no unfunded actuarial accrued liability and that there is a sufficiency in excess of
0.5 percent of covered payroll when the total actuarial funding requirements of
the fund are compared to the total support, the employee and employer contri-
bution rates must be decreased as determined under paragraph (c) to a level
such that the sufficiency equals 0.5 percent of covered payroll based on the most-
recent actuarial valuation. <

(b) If, fer three after four consecutive fiscal years beginning July 1, 1994, the
regular actuarial valuation of the public employees police and fire fund under
section 356.215 indicates that the fund has an unfunded actuarial accrued liabil-
ity and that there is a deficiency in excess of 0.5 percent of covered payroll when
the total actuarial funding requirements of the fund are compared to the total
support, the employee and employer contribution rates must be increased as
determined under paragraph (c) so that no deﬁcnency exists based on the most
recent actuarial valuatlon

(c) The increase or decrease in employee and employer contribution rates
required under paragraphs (a) and (b) must maintain the current ratio in
employer and employee contribution rates of 40 percent employee contribution
and 60 percent employer contribution.

(d) The contribution rate increase or decrease must be determined by the
executive director of the public employees retirement association.
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